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Consumers, especially the 
younger generation, have aban-
doned print, preferring free 
or low-cost online competi-

tors like blogs or aggregators. In fact, the 
paid circulation of U.S. newspapers has 
declined each year for the past 20 years, 
dropping more than 20% from 2004 
to 2010 alone.1 In light of this move 
away from print, does it make sense 
for newspapers to cut prices to attempt 
to replace these circulation losses and 
be more competitive in the market? 
The answer is a resounding no. Instead, 
newspapers should consider dramatically 
raising cover prices.

A recent study found that from 2007-
2010 price increases actually helped im-
prove circulation revenue for print news-
papers. This was derived from analysis of 
Audit Bureau of Circulation (ABC) data 
and company financial statements.2 

In declining markets facing technologi-
cal disruption, it’s almost always prudent 
to raise prices. This has been looked at 
from all sides, spanning benchmarks, 
project experience, and empirical analy-
sis. Here are several reasons why:

•	First,	when	a	market	starts	to	decline,	
the least loyal and most price sensitive 
customers are the first to leave. Who 
remains is a customer base that either 
highly values the product or does not 
want to switch to something else. 

•	Second,	raising	prices	discourages	price	
wars. These typically leave volumes flat 
due to declining demand, and simply 
erode the profitability of remaining busi-
ness.

•	Third,	raising	prices	generates	the	prof-
its that can help companies invest in 
changing their business model, which is 
essential for future success. In the news-
paper industry, this means investing in 
the digital side of the business, including 
tablet apps and digital advertising solu-
tions. The print business isn’t your lega-
cy; it’s your bank.

Let’s look at two companies facing a 
similar situation: one got it right and the 
other got it wrong. In 2001 AOL faced 
huge competitive pressure from broad-
band internet, which would eventually 
replace its old dial-up technology. In-
stead of lowering prices to retain cus-
tomers, AOL raised them, from $21.95 
per month to $23.90 per month. Pric-
ing experts estimate that this move alone 
generated an extra $70 - $100 million in 
revenue, which AOL could then use to 
invest in its online ventures.

Camera giant Kodak faced a similar situ-
ation. When the camera market started 
switching to digital, which would be a 
much less profitable business, Kodak de-
cided to keep its film prices low to slow 
down the transition.3 That left Kodak far 
less prepared for a majority digital busi-
ness than its rival Fujifilm. The result: 
Kodak filed for bankruptcy on January 
19, 2012. 

Price elasticity, the percentage change 
in customer demand divided by the per-
centage change in price, is a standard 
metric for comparing how sensitive cus-
tomers are to price. If a company de-
creases its price by 10% and sees a 10% 
increase in demand, then its price elastic-
ity would be -1. The move would leave 
revenue flat, but likely decrease profits 
(since there would be more customers to 
serve). 

Any price elasticity between 0 and -1 
is said to be demand inelastic. It’s the 
domain of such products as innovative 
pharmaceuticals and CD’s from cult 
rock bands. Would it surprise you that 
newspapers fit in here? Pricing research-
ers found that price elasticity for U.S. 
newspapers varied from -0.3 to -1.1, with 
an average of -0.7.

A drop in circulation will almost cer-
tainly impact advertising revenue. Each 
company must assess for itself whether 
newspaper price increases will more than 
offset potential losses in advertising.

The New York Times Co., for example, 
now generates more revenue from circu-
lation than from advertising (their Q3 
2012 results show circulation revenue of 
$235 million and advertising revenue of 
$183 million).

With the print advertising market drop-
ping precipitously in recent years as 
advertisers redirect spending to digital 
platforms, newspapers will have little 
choice but to shift their focus from ad-
vertising to circulation revenue. The 
shift in readership toward tablets, which 
currently have far lower advertising up-
side than print, may make this even 
more urgent.

Newspapers are in an unenviable, but 
not uncommon position: raising print 
prices will shrink their already anemic 
readership base, but may also be their 
best hope for staying afloat.
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